SB 372

SHORT TITLE:
LOWER BUSINESS EQUIPMENT TAX




SB 372: questions addressed

Questions this presentation will address:

What does SB 372 do?

What is class 8 property?
How are taxes affected?
When does it change?

Who gets a reduction?

How was it implemented?
How much does it cost?
Where are we in the process?






SB 372: what does it do?

AN ACT REDUCING THE TAXATION

FOR A PORTION OF THE TAXABLE MARKET
VALUE OF CLASS EIGHT BUSINESS
EQUIPMENT

OWNED BY A TAXPAYER;




SB 372: what does it do?

PROVIDING FUTURE TAX REDUCTIONS

CONTINGENT ON INCREASES IN STATE
COLLECTIONS OF

INDIVIDUAL INCOME TAX AND CORPORATION
LICENSE TAX;




SB 372: what does it do?
PROVIDES REIMBURSEMENT TO:

SCHOOL DISTRICTS

COUNTY SCHOOL RETIREMENT AND
COUNTY TRANSPORTATION

6-MILL UNIVERSITY SYSTEM LEVY
TAX INCREMENT FINANCING DISTRICTS
LOCAL GOVERNMENTS



SB 372: what does it do?

Additional Information:

Includes a tiered rate structure and a future
threshold and rate change

Provides reimbursement from the general
fund to local taxing jurisdictions

Becomes part of the entitlement share
program

Goal was neutral impact on mill levies and
local budgets



class 8 property?




What is class 8 property?

Class eight property is defined in 15-6-138, MCA

In general, class 8 property is machinery, furniture, fixtures, and
equipment used for:

Agriculture (tractors - combines)

Mining (coal haulers — 50 ton truck)

Oil and gas production (flow lines - storage tanks)
Manufacturing (making sausage, beer, and silicon chips )
Special mobile equipment (road construction)

Commercial establishments (hotels, gas stations, medical)

O O O O O O

Doesn’t include: $20k exemption, ethanol manufacturing, canola seed oil
processing, barley malting, industrial milk production, and...

space vehicles! 15-6-219(6), MCA




You shall not tax my Enterprise...




What is class 8 property?

How much? (TY2012 — not certified):

$ 6,637,372,036 in class 8 (Market Value)
$76,931,838,377 all classes (Market Value)

Class 8 property is about 8% of state
property value (8.63%)



it affect taxation?




How does SB 372 affect taxation?

Class 8 property was taxed at 3%
SB 372 reduced the taxable rate to:

2% for the first $2M of market value and
3% for market value in excess of $2M

Then... once the “trigger” is met:

1.5% for the first $3M of market value and
3% for the market value in excess of $3M



How much is the tax reduction?

Maximum tax savings (500 mills):

o TaX we = $2M * 3% = $60,000 * .5 = $30,000
o TaX w« = $2M * 2% = $40,000 * .5 = $20,000

Annual tax difference = $30,000 - $20,000 = $10,000

o TaX wee = $3M * 3% = $90,000 * .5 = $45,000
o TaX we = 3$3M * 1.5% = $45,000 * .5 = $22,500

Annual tax difference = $45,000 - $22,500 = $22,500



es it change?




How does SB 372 provide future
tax reductions?
Introducing: “the trigger"...

(4)(a) The adjusted taxable market value and rate In
subsection (3)(a)(i) apply for class eight property unless in
any year beginning with fiscal year 2013 the revenue
collected from individual income tax and corporation
Income tax exceeds the revenue collected from individual
Income tax and corporation income tax in the previous
fiscal year by more than 4%. In that case, for tax years
beginning after the next December 31, the taxable market
value and rate in subsection (3)(a)(ii) apply.

Department interprets corporate income tax to be the corporate
license tax.




Not to be confused with the Trigger from
bygone years...




The trigger test in FY 2013:

If Revenue ¢y 50,5 1S > (1.04 * Revenue ¢y 5915)
then the “trigger” is met and the new threshold ($3M) and rate
(1.5%) are applicable as of January 1st 2014.

HJR 2 Individual Income and Corp. License Tax "Trigger" Points
under SB 372 as Amended

(millions $)

Actual HIR 2
Source of Eevenue EY 2010 Fy20ll EY2012 FY2013

Individual Income Tax §717.834 $762.396 $300 436 S$850.470
Corporation License Tax $87.001 $07 360 $115.686  $127.075
Total 5805.735 5850.756 5925122  59087.445

Income & Corp. License Tax Growth 6.70% 7.60% 6.74%

5B 372 growth "Trigger” (4% growth) Yes Yes Yes




Unadjusted Fiscal Year 2012 Income and Corporate Tax Revenue Prepared by: Paul Christofferson
C:\Documents and Settin 9\Local Setlings\Temporary Intemet Files\Content. Cutlook\P7M2CXKY2012 &l Date: 7/31/2012

Account  Description Credit Debit Credit
510101 Withholding Tax 0  734,094,621.86
510102 Estimated Tax 0  189,494,479.79
510103 Current Year I/T 0  150,981,153.29
510104 Prior Years to Income Tax 0 3,211,638.00
510105 Income Tax - Audit Collections 0 21,083,191.00
510106 Income Tax Refunds 235,039,316.46 0
510109 Income Tax-Penalties & Interes 0 6,727,012.00
510110 Accrual individual Inc Tax 207,836.64

0
510111 Pass Thru Entity Tax : 0 10,084,680.03
0

510482 Mineral Royalty WH Tax 18,706,166.24
Total Income Tax 235,039,316.46  1,134,590,778.85 899,551,462.39

510501 Corporation Tax 0 28,638,105.97
510502 Corporation Tax Refunds 38,757,328.67 0
510503 Corporation Tax-Audit Collect. 0 18,115,678.00
510505 Corporation Tax Estimated Paym 0  110,864,885.73
510506 Corporation Tax-interest & Pen 0 9,250,040.00
510510 Prior Years to Corporation Tax 0 519,668.00
Total Corporation Tax 38,757,328.67 167,388,377.70 128,631,049.03

Total Income Tax , _ 1,028,182,51142




The trigger test in FY 2012

Fiscal Year 2012 “SB372 trigger revenue” = $1,028,182,511.42
o $1,028,182,511.42 * 4% = $41,127,300.46

o $1,028,182,511.42 + $41,127,300.46 =

: $1,069,309,811.88

If Fiscal Year 2013 “SB372 trigger revenue” >
$1,069,309,811.88 then, the “trigger” will be met and
the new threshold ($3M) and rate (1.5%) will be
applicable as of January 15t 2014.”




a reduction?




Who gets a reduction?

Class 8 property is taxed at 2% for the
first $2M of taxable market value..

...of all Class 8 property (statewide)
owned by a taxpayer (person or
business entity).



Who gets a reduction?

Intent:

No matter how big or small, complicated or
simple a business structure may be,
everyone gets exactly one “allocation” of
rate reduction.



Similar to Willy Wonka’s everlasting gobstopper...




it implemented?




as it implemented?
2: Roll-up / Distribution



How do we roll up property?
We ask people to report their property.

MCA: 15-8-301(1) Statement -- what to
contain.

(1) The department may require from a person a
statement under oath setting forth specifically all
the real and personal property owned by, in
possession of, or under the control of the person
at midnight on January 1.




The roll-up idea

All interrelated entities are asked to report their personal property with their
parent entity. As an example:

Parent P
Parent: RP = A,B,C,1,2,3
. Group:-RP=1,2,3

i . v o

_,.-"""--;ﬁ;ssu:iuie 1™ | Subsidiary A sidi II..-""-hsso':iufe 2"‘

.II"-.“_Ef’ = P_,- AIH{-L_-____', EP - P r EJ’L--_f ];2 ;3 3 I""-.____Ef’ = P ,.A ,B_:__C_:_.-""..Ii

Subsidiary C __".-"""-_;ﬁasaociuie 3|
Associates I.r 2 & 3 are not P=FP rA:B.r Cr ]r “Ef__:Fr {’_[Ef__:.
relafed to each other




The roll-up example:

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 250,000 50,000 200,000 3% 1,000 6,000

Jerome's
Heavy

Equipment Helena 2,750,000 550,000 2,200,000 3% 11,000 66,000
Jerome's
Smelter Billings 7,000,000 1,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 12345 10,000,000 2,000,000 20% 2,000,000 8,000,000 40,000 240,000




The roll-up:

Businesses are “rolled up” as follows:

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 50,000 200,000 3% 1,000 6,000

Jerome's

Heavy

Equipment Helena > 550,000 2,200,000 3% 11,000 66,000
Jerome's _

Smelter Billings ,00058 1,400,000 5,600,000 3% 28,000 168,000

Total (the ’
roll-up) 000,000 2,000,000 20% 2,000,000 8,000,000 40,000 240,000




The roll-up:

Associated property market value is added together (aggregated)

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 50,000 200,000 1,000 6,000

Jerome's
Heavy
Equipment Helena 550,000 2,200,000 3% 11,000 66,000
Jerome's
Smelter Billings 1,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 12345 10,000,000 2,000,000 8,000,000 40,000 240,000




The roll-up:

The person’s proportion of under threshold market value to total market
value is determined = $2M / $10M = 20%. This is the “weight”.

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's  Great

Java Falls 250,000 50,000 200,000 3% 1,000 6,000
Jerome's

Heavy

Equipment Helena 2,750,000 550,000 2,200,000 3% 11,000 66,000

Jerome's
Smelter Billings 7,000,000 1,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 12345 10,000,000 2,000,000 20% 2,000,000 8,000,000 40,000 240,000




The distribution:

The person’s weight is multiplied to all its properties’ market value to
determine the “under threshold market value” for each property.

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 12345 250,000 50,000 200,000 3% 1,000 6,000

Jerome's
Heavy

Equipment Helena 12345 2,750,000 550,000 2,200,000 3% 11,000 66,000
Jerome's
Smelter Billings 12345 7,000,000 1,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 12345 10,000,000 2,000,000 20% 2,000,000 8,000,000 40,000 240,000

This method distributes the benefit of the
reduced tax rate between all the person’s
property in different locations.



The distribution:

The “over threshold market value” is calculated by subtracting the individual
property’s market value by the “under threshold market value”

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 250,000 50,000 200,000 3% 1,000 6,000

Jerome's
Heavy
Equipment Helena 2,750,000 550,000 2,200,000 3% 11,000 66,000
Jerome's
Smelter Billings 7,000,000 1,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 000 2,000,000 20% 2,000, ’ 40,000 240,000




The distribution:

For each property, under threshold market value is multiplied by the under
threshold rate to get the under threshold taxable value.

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 250,000 50,000 200,000 3% 1,000 6,000

Jerome's
Heavy
Equipment Helena 2,750,000 550,000 2,200,000 3% 11,000 66,000
Jerome's
Smelter Billings 7,000,000 1,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 12345 10,000,000 2,000,000 \ 240,000




The distribution:

For each property, over threshold market value is multiplied by the over
threshold rate to get the over threshold taxable value.

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 250,000 50,000 200,000 3% 1,000 6,000

Jerome's
Heavy

Equipment Helena 2,750,000 550,000 2,200,000 3% 11,000 66,000
Jerome's
Smelter Billings 7,000,000 1,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 12345 10,000,000 2,000,000 20% 2,000,000 40,000




The distribution:

For each property, the under threshold and over threshold taxable values are
added together to get each property’s total taxable value.

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's  Great

Java Falls 250,000 50,000 200,000 1,000 6,000 7,000
Jerome's

Heavy

Equipment Helena 2,750,000 550,000 2,200,000 11,000 66,000 77,000
Jerome's

Smelter Billings 7,000,000 1,400,000 5,600,000 28,000 168,000 196,000

Total (the
roll-up) 12345 10,000,000 2,000,000 20% 2,000,000 8,000,000




Summary:

A quick recap: roll-up and distribution.

Jerome's
Java
Jerome's
Heavy

Great
Falls

Equipment Helena

Jerome's
Smelter

Total (the
roll-up)

Billings

Market Market Market Marke
Value Value Weight Value Value

50,000 200,0

550,000 2,200,000

1,400,000 5,600,000

2%

2%

3%

3%

11,000

28,000

ble Taxable

7,000

66,000 77,000

168,000 196,000

0,000



Data on the data

In 2012 (Precertification):

$6,637,372,036 in Class 8 TMV
$2,858,272,315 in under threshold MV
o $2,858,272,315 / $6,637,372,036 = 43%
o 43% of MV is under threshold



it implemented?
Part two: Reimbursement / Payment




The reimbursement

Reimbursing taxing jurisdictions for their tax loss

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Th Threshold Threshold|Threshold Threshold Threshold Total

Market Market ; Taxable  Taxable Taxable
Value Value 3 3 Value Rate 2% | Rate 3%  Value Value Value

Jerome's Great
Java Falls 250,000 ' 200,000 1,000 6,000

Jerome's
Heavy

Equipment Helena 2,750,000 550,000 2,200,000 3% 11,000 66,000
Jerome's
Smelter Billings 7,000,000 ,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 10,000,000 2,000,000 20% 2,000,000 8,000,000 40,000 240,000




The reimbursement

What about taxes and reimbursing taxing jurisdictions for their tax loss?

Recall:
Taxes = taxable value * mills

Reimbursement = the amount of taxes a
taxing jurisdiction does not receive due to
SB 372. (15-1-123, MCA)



The reimbursement

Recall, each property has a different taxable value...

Jerome's
Businesses Location

Under Under Under
Threshold Threshold Threshold

Market Market
Value Value

Over

FEIN Class 8

Market
Value

Market
Weight Value
Great
Falls

Jerome's
Java
Jerome's
Heavy
Equipment Helena

250,000 50,000 200,000

2,750,000 550,000 2,200,000

Jerome's

Smelter Billings 7,000,000 1,400,000 5,600,000

Total (the
roll-up)

12345 10,000,000 2,000,000 20% 2,000,000 8,000,000

Threshold Threshold Threshold Threshold Threshold

Under Over Under Over

Total

Taxable
Value

Taxable
Value

Taxable
Value

3% 11,000 66,0

40,000

Rate 2% Rate 3%

240,000 280,000



The reimbursement

and each property is located in a different location with different taxing
jurisdictions and millage rates...

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls . 50,000 200,000 3% = 5

Jerome's

Equipment Helena 13345 2,750,000 550,000 2,200,000 3% 11,000 66,600
Jerome's

Smelter Billings 1,400,000 5,600,000 3%

Total (the
roll-up) 12345 10,000,000 2,000,000 20% 2,000,000 8,000,000 40,000 240,000 280,000




The reimbursement

and where taxing jurisdictions overlap, levy districts are formed. For
example, here is a levy district map of Great Falls.

[/ [ ]
Cascade County (02) 8 ‘:'. ' -!ﬂ rﬁ.
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The reimbursement

and Jerome’

s Java has property here...
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The reimbursement

and here is a levy district map of Helena... and Jerome’s Heavy Equipment
has property here...
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The reimbursement

and here is a levy district map of Billings... and Jerome’s Smelter has
property here.

Yellowstone County  (3)
TIN 26E
Date: 2/24/2012

Legend
ORION LEVY DISTRICTS

Road Types
—— CTY-COUNTY; URBAN

—— NS INTERSTATE

—— NHS NON-NTERSTATE, PRIVARY
—— sEconoary

]




The reimbursement

Let’'s remove some unnecessary information and look at taxes

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 250,000 50,000 200,000 3% 1,000 6,000

Jerome's
Heavy

Equipment Helena 2,750,000 550,000 2,200,000 3% 11,000 66,000
Jerome's
Smelter Billings 7,000,000 1,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 12345 10,000,000 2,000,000 20% 2,000,000 8,000,000 40,000 240,000




The reimbursement

Recall: each property has a total taxable value

Jerome's
Businesses Location Total

Taxable Value

Jerome's Great
Java Falls
Jerome's

Heavy

Equipment Helena

Jerome's
Smelter Billings

Total (the
roll-up)




The reimbursement

Recall: total taxable value times total millage rates equals total taxes

Jerome's Jerome’s
Businesses Location Total Total Mills Taxes

Taxable Value

7,000 714 5,000

Equipment Helena 77,000 .584 45,000

Jerome's
Smelter Billings 196,000 .510 100,000

Total (the
roll-up)




The reimbursement

And total mills are made up of each district’s mills

Taxing Taxing Taxing Taxing Taxing Taxing
Jerome's Jurisdiction Jurisdiction Jurisdiction Jurisdiction Jurisdiction Jurisdiction Jerome’s
Businesses Location Total Mills Mills Mills Mills Mills Mills Total Mills Taxes
Taxable
Value Great Falls Great Falls Helena Helena Billings Billings

Jerome's Great
Java Falls 7,000 . . . 5,000

Jerome's

Heavy

Equipment Helena 77,000 . . . 45,000
Jerome's

Smelter Billings 196,000 . . . 100,000

Total (the '
roll-up) 280,000 = 4 150,000

(In this example, there are only two taxing jurisdictions per location.)



The reimbursement

The reimbursement is based on the difference between the “old” rate and
the “new” threshold rate...

® Old rate = 3% for all market value
® New rate = 2% for the first $2M of market value
® Difference inrate = 3% - 2% = 1%

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value Value Weight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 12345 250,000 50,000 200,000 2% 3% 1,000 6,000

Jerome's
Heavy
Equipment Helena 12345 2,750,000 550,000 2,200,000 2% 3% 11,000 66,000
Jerome's
Smelter Billings 12345 7,000,000 5,600,000 2% 3% 28,000 168,000

Total (the
roll-up) 12345 10,000,000 2,000,000 20% 2,000,000 40,000 240,000




The reimbursement

and the “new” rate is applicable to the (disaggregated) first $2M of market
value, which is the under threshold market value for each property ...

® The first $2M of market value = amount under
threshold for each piece of property

Jerome's Under Under Under Over Under Over Under Over
Businesses Location FEIN Class 8 Threshold Threshold Threshold Threshold Threshold Threshold Threshold Threshold Total

Market Market Market Market Taxable  Taxable Taxable
Value eight Value Value Rate 2% Rate3%  Value Value Value

Jerome's Great
Java Falls 250,000 50,000 200,000 3% 1,000 6,000

Jerome's
Heavy
Equipment Helena , ,0€ 550,000 2,200,000 3% 11,000 66,000
Jerome's
Smelter Billings 7,000,000 1,400,000 5,600,000 3% 28,000 168,000

Total (the
roll-up) 12345 10,000,000 2,000,000 20% 2,000,000 8,000,000 40,000 240,000




The reimbursement

and each taxing jurisdiction has it own millage rate.

Taxing Taxing Taxing Taxing Taxing
Jerome's Jurisdiction Jurisdiction Jurisdiction Jurisdiction Jurisdiction JuriSdicti Jerome’s
Businesses Location Total Mills Mills Mills Mills Mills
Taxable
Value Great Falls Great Falls Helena Helena Billings Billings

Jerome's Great
Java Falls 7,000 . . . 5,000

Jerome's

Heavy

Equipment Helena 77,000 . . : .584 45,000
Jerome's

Smelter Billings 196,000 . . .510 100,000

Total (the
roll-up) 280,000 150,000




The backfill payment

The reimbursement taxable value is the market value multiplied by the
difference in tax rate.

Difference Taxing Taxing Taxing Taxing Taxing Taxing
Jerome's Under inTax Reimburs District  District  District  District = District = District
Businesses Location Threshold Rate ement Mills Mills Mills Mills Mills Mills  Total Mills

Market Taxable
Value Value Great FallsGreat Falls Helena  Helena  Billings  Billings

Falls 50,000

Equipment Helena 550,000

Billings 1,400,000




The backfill payment

The reimbursement (for each property) is the reimbursement taxable value
multiplied by the taxing district’s mills.

Difference Taxing Taxing Taxing Taxing Taxing Taxing
Jerome's Under inTax Reimburs District  District  District  District = District = District
Businesses Location Threshold Rate ement Mills Mills Mills Mills Mills Mills  Total Mills

Market Taxable
Value Value Great FallsGreat Falls Helena  Helena  Billings  Billings

(Y

Falls 50,000

Equipment Helena 550,000 5,500

Billings 1,400,000 14,000

2,000,000 20,000 261.50




The backfill payment

For all districts and all property.

Difference Taxing Taxing Taxing Taxing Taxing Taxing
Jerome's Under inTax Reimburs District  District  District  District = District = District
Businesses Location Threshold Rate ement Mills Mills Mills Mills Mills Mills  Total Mills

Market Taxable
Value Value Great FallsGreat Falls Helena  Helena  Billings  Billings

.Y

Falls 50,000

Equipment Helena 550,000 5,500

Billings 1,400,000 14,000

2,000,000 20,000 261.50 95.64



The backfill payment

For all districts and all property.

Jerome's Under
Businesses Location Threshold

Market
Value

Falls 50,000

550,000

Equipment Helena

Billings 1,400,000

2,000,000

Difference

in Tax
Rate

Taxing
District
Mills

Taxing
District
Mills

Taxing
District
Mills

Reimburs
ement

Taxable

Value Great FallsGreat Falls Helena

5,500

14,000

20,000 261.50 95.64  2,048.29

Taxing
District
Mills

Helena

Taxing
District
Mills

Billings

Taxing
District
Mills

Billings

Total Mills




The backfill payment

For all districts and all property.

Jerome's Under
Businesses Location Threshold

Market
Value

Falls 50,000

550,000

Equipment Helena

Billings 1,400,000

2,000,000

Difference

in Tax
Rate

Taxing
District
Mills

Taxing
District
Mills

Taxing
District
Mills

Reimburs
ement

Taxable

Value Great FallsGreat Falls Helena

5,500

14,000

20,000 261.50 95.64  2,048.29

Taxing
District
Mills

Helena

Taxing
District
Mills

Billings

Taxing
District
Mills

Billings

Total Mills




The backfill payment

For all districts and all property.

Difference Taxing Taxing Taxing Taxing Taxing
Jerome's Under in Tax Reimburs District  District  District  District = District
Businesses Location Threshold Rate ement Mills Mills Mills Mills Mills

Market Taxable
Value Value Great FallsGreat Falls Helena  Helena  Billings

Falls 50,000

Equipment Helena 550,000

Billings 1,400,000 14,000

2,000,000 20,000 261.50 95.64 2,048.29 1,166.00 1164.86

Taxing
District
Mills

Billings

Total Mills




The backfill payment

For all districts and all property.

Difference Taxing Taxing Taxing Taxing Taxing Taxing
Jerome's Under inTax Reimburs District  District  District  District = District = District
Businesses Location Threshold Rate ement Mills Mills Mills Mills Mills Mills  Total Mills

Market Taxable
Value Value Great FallsGreat Falls Helena  Helena  Billings  Billings

Falls 50,000

Equipment Helena 550,000

Billings 1,400,000 14,000

2,000,000 20,000 261.50 95.64 2,048.29 1,166.00 1164.86 5,978.00



The backfill payment

The reimbursement for each taxing jurisdiction is
the difference Iin the tax rate multiplied by all the
under threshold market value in a a district
multiplied by the district's millage rate:

Reimbursement = 1% * the under threshold market value * millage rate



Data on the data

In 2012:

About 1,401 taxing units (jurisdictions)
56 counties

o 1,401/ 56 = 25 per county (average)
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Montanmna Department of Revenue

Gallatin Cournty
Estimate of Reimbursement Amount Per SBE372
Fiscal Year 2013 - Class 8 and Class 12 Froperty

Cities and Towns

_ R _ R i _ ) Reimbursable Reimburszable
Taxing Unit Code Taxing Unit Description Ml Taxable Value Tax
05-BELGRAD CITY OF BELGRADE 156.69 593,040.41 514 578 50
05-BOZEMAMN CITY OF BOZEMAMN 164.75 SBE1,731.60 5141,970.28
O05-MAMHATT CITY OF MANHATTAN 118.41 $17,131.47 S$2,028.54
D5-THRFRE CITY OF THREE FOREKS 152 42 510,033 28 51,529 FF
Oe-WYLLSTM CITY OF WEST YELLOWSTOME 88.21 STE,505.73 56, 74857
Subtotal 5166,855.16
Countywide
_ . _ . . _ . Reimbursable Reimbursable
Taxing Unit Code Taxing Unit Description Ml Taxable Value Tax
O5-CHTYWID COUNTY WIDE LEVIES 88.69 52,046, 736.06 5181,525.02
Orither
_ . _ - . _ . Reimbursable Reimbursable
Taxing Unit Code Taxing Unit Description Ml Taxable Value Tax
oOs-AF APMSTERDAM FIRE DISTRICT 4008 5125,692 53 55,037.76
oOs-BGPC BELGRAIDE (CITY) PLANNIMNG DISTRICT 303 593,040 41 S2E1 91
05-BGPR BELGRADE (RURAL) PLAMNMIMNG DISTRICT 2.84 217,643 21 S618.11
05-BSF BlIG SKY FIRE DISTRICT 22 82 554 5395 11 51,241 36
Os-BZP BOZEMAN (CITY) PLANNING CNSTRICT 200 SEG1, 731 60 51,723 46
0&-BCF BRIDGER CAMYOM FIRE DISTRICT 3829 55,696_34 S218.11
Oa-CWF CENTRALWALLEY FIRE DISTRICT 53.76 %362,533.21 519 479 .03
0e-GP COUNTY WIDE PLANMING DISTRICT 240 S626,176.62 $1,502.82
0Os-FC FAIRVIEW CEMETERY DISTRICT 708 583,561.70 5591 .62
Y CALLATIN COUNTY OPEMN SPACE BOMD S99 %1, 888, 2?55 00 511, 31065
05-GGF GALLATIM GATEWAY FIRE DISTRICT A2 19 %83,395 85 $3,518.47
06-GRRF GALLATIMN RIVER RAMCH FIRE DISTRICT 121 .72 S69. 72 58.49
05-HEF HEBGEMN BASIN FIRE DISTRICT S0.10 S102,164. 43 55,118 44
0s-MF PMAMNHATTAMN FIRE DISTRICT 5895 %26,157.94 51,803 .59
DE-hAN MEADOW VIE'W CEMETERY DISTRICT a4 _ 67 %94 928 T4 S443 60
05-MG PMOUMT GREEM CEMETERY DISTRICT 5.91 $18,506.78 S127.88
O5-RDLUIBER ROAD & LIBRARIES 25 48 S988, 2?93 58 525,181 .72
05-5F SEDAM FIRE DISTRICT 1000 $3,906.14 $39.065
05-SOURF SOURDOUGH FIRE DISTRICT 38.88 513,566.71 S527.47
D&5-SMF STORY MILL FIRE DISTRICT 49 _ 03 5305. 19 514 97
05-TF THREE FORKS FIRE DISTRICT 19.63 S76,229 77 $1,496.39
D5-MOSQUIT THREE RIWVERS MOSOUITO 822 SB7,486.81 S7¥19.14
O5-WF WILLOW CREEK FIRE DISTRICT S0.00 S17,328.22 S519.85
Subtotal 581,523 .90

County Total

5429,904.09

Department of Rewvenue - Tax Policy and Research
Contact: Jerome Patton - JPatton@MT.gowv - (406) 444-2715







How big is the backfill payment?
Reimbursements (annual dollars):.

~Y2012: $8,946,470 (just strict)
~Y2013: $13,672,004 (strict and real)
~Y2014: about $15M

~Y2015: about $23M (new rate)

In FY2015, the reimbursement amounts
are added to the entitlement share
program and grow at its rate.



1S answered




SB 372: questions answered

Questions this presentation will address:

What does SB 372 dO? (reduces taxes paid by owners of class 8 property)
What is class 8 property? (vusiness equipment, not space vehicles)

How are taxes affected? (max of about $10k and $22.5K per taxpayer)
When does it change? (rv 2012 and upon trigger - est. Jan 2014)

Who gets a reduction? (person’s owning, in possession, or under control)
How was it implemented? (ollup/ distribution & reimbursement / payment)
How much does it cOSt? (Fy2013 = $13+M, FY2015 = $23+M)

Where are we In the process? (rirst step complete, next step = Jan. 2014)



SB 372

SHORT TITLE:
LOWER BUSINESS EQUIPMENT TAX




